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 Executive summary 
 

Turkey’s new mansion tax for properties above TRY 5m has been 
widely anticipated by the market, following its delayed 
implementation. We were interested in analysing its likely impact on 
transaction volumes and prices, especially in light of the very brisk 
increase in house prices within the villa and detached houses segment 
since the outbreak of COVID-19 in March 2020.  
 

First, we looked beyond the Turkish market to find clues in other 
international real estate markets. On balance, our assessment is that 
similar tax increases have led to reductions in (1) house prices and (2) 
transaction volumes, following the implementation of a tax increase.  
 

We, then, surveyed a number of leading Turkish real estate agents. Our 
conclusions were: 
 

• The sentiment among agents indicates that transaction volumes have 
softened in recent months and are likely to decline further, throughout 
2021 

• In contrast to the wider market, prices appear to have softened at the 
top end lately, with a quarter of weighted responses indicating a price 
reduction, ahead of the implementation of the new tax 

• For the remainder of the year, a large majority of agents expect a 
sizeable drop in prices. Interestingly, however, a minority of agents 
believe that a house price increase will come 

• There is divided opinion on the impact on lower price segments. Some 
expect the lower-end of the market to benefit from additional interest 
by investors who try to avoid the TRY 5m cut off point, whereas other 
agents expect a trickling-down effect of the negative price trend. On 
balance, we do not expect a significant impact 

 

The results of our survey are, largely, as we had expected them to be – but 
there are some surprises. Overall, our findings do not support an upgrade 
to our assessment of Turkish real estate sector, when comparing it to 
other major cities, around the world, outside Turkey.   
 

  
Reading time 
7 minutes 
 

 

  
Enodo can help 

By reviewing your 
current portfolio of 
real estate positions 
and making strategic 
recommendations for 
additions and 
reductions 

By building a strategic 
portfolio against 
inflation 

By reducing volatility 
in your portfolio 
through addition of 
low correlation 
positions   

By sourcing potential 
international buyers 
for your properties 
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A mansion tax is a bit like “Marmite”. To the non-British reader, this 
comparison will most likely mean very little – so, here is a brief explanation. 
Marmite is a dark, thick, yeast extract spread which is a popular breakfast 
item in the UK. Its extremely distinctive taste makes it very difficult to not 
have an opinion about it and so it has divided the British people into Marmite-
lovers and Marmite-haters.  
 

The concept of a mansion tax can be viewed similarly. Property owners have 
a strong distaste for it, since it raises their annual tax payment and is 
virtually impossible to escape. In contrast, the tax collector cherishes it for 
precisely the same reason. 

 
What is the new mansion tax in Turkey? 
 
Turkey has recently implemented such a tax on high value properties. The mansion tax - officially called 
“Valuable House Tax” or “Değerli Konut Vergisi” - has come into effect in January 2021. Originally 
conceived in 2019, its implementation was delayed for over a year due to political objections and 
ultimately due to the negative economic impact of the Covid-19 virus. The tax - in a nutshell - imposes an 
annual levy on houses that are valued above TRY 5m. The annual tax rate will be between 0.3% and 1% 
depending on the value of the house, with higher value homes fetching the top end of the tax rate.[1]  
 
As was its intention, the tax affects a relatively small segment of high-end properties, as the average price 
for a house is still some way from the TRY 5m mark. In Istanbul, for example, the average detached house 
or villa fetches roughly TRY 3m, whilst in other cities such as Bodrum (TRY 2.1m) and Izmir (TRY 1.4m), 
prices are even further away from the cut-off point.   
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However, prices in all three cities have picked up dramatically between 2020 and February 2021. This was 
predominantly related to the fact that the segment’s properties are - informally - priced in dollars and 
euros and with the strong decline of the domestic currency, the prices on Turkish Lira basis shot up 
accordingly, albeit at presumably thinner transaction levels. Another reason we have heard on an 
anecdotal basis was that there was a heightened desire by many Covid-lockdown fatigued residents 
looking for more spacious dwellings, thereby adding to the demand for this type of property. According 
to data sourced from endeksa.com which is reproduced in chart 1, the average prices for detached 
houses and villas has gone up 92% for the average of the three cities, with Istanbul skyrocketing by 
130%. Ultimately, this implies that the mansion tax will affect a larger number of investors than 
previously anticipated. 
 
As wealth managers, our interest in the new tax regards its impact on the Turkish real estate market. One 
key question we would like to understand better is how transaction activity levels may change and 
impact the liquidity of the asset class as a whole. Another, equally important question revolves around 
the expected price development in the near and medium term. Finally, we would like to assess its 
implications for the wider market, as - despite its focus on the top-end of the market – there may be 
repercussions for lower priced properties too. 

 
What impact have other property taxes had elsewhere? 
 
Our expectation was that a mansion tax will negatively impact transaction frequency and price levels. 
This view is based on the experience from other international real estate markets which have been 
examined following the introduction of new taxes. 
 
Past research on the impact of taxation on the real estate market has looked at a number of different 
angles. For example, studies differentiated between annual property taxes, transaction-based taxes such 
stamp duties and capital gains tax, and overall levels of property taxes.  
 
Most of them conclude that higher property taxes have a negative impact on transaction volumes and 
prices. We list some of the findings in the following: 
 
• In the US, an IMF study covering 243 metropolitan areas between 1998 and 2007 found that an 

increase in the property tax led to a 5.6% reduction in annual price growth for the top end of the 
housing market[2] 
 

• A study on transaction prices in Philadelphia following the Real Estate Transfer Tax concluded that 
prices fell more within the boundaries of the city than outside of the city, where the tax was not 
applicable. Importantly, the price decrease was significantly larger than the actual tax increase[3] 
 

• Similarly, another study on the Australian property market found that a ten per cent increase in 
stamp duty reduced transaction volumes by up to 6%[4]  
 

• By the same token, a temporary reduction of the stamp duty in the UK during the global financial 
crisis of 2008 and 2009 was found to have a positive impact on transaction volumes and prices[5]  
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• A study from Sweden found less convincing evidence of a positive stimulus for transaction volumes 

and prices when the national property tax was reduced between 2006 and 2008. However, whilst this 
was true for the entire market, the authors did find a strongly positive impact on the top 1% of the 
property market, which will be a more relevant comparison for our purposes[6] 
 

• The overall level of taxes on property can be another indicator as to how property transaction 
volumes and prices develop. Looking at the tax revenues on property as a proportion of the country’s 
GDP, it appears that Turkey is rather lightly taxed in comparison to other OECD countries. An IMF 
report finds that Turkey’s tax intake from property was around 1.1% of GDP and 5.4% of the 
government’s total tax revenues. This contrasts to 3% and 4% of GDP and 14.9% and 17.5% of overall 
tax revenues for the UK and US, respectively.[7] This perspective would imply that Turkey’s mansion 
tax may have less severe consequences on volumes and prices than otherwise anticipated 

 
 

Our survey of selected, leading real estate agents 
 
Clearly, each market citied in these studies operates under somewhat different conditions than the 
Turkish market. However, these peculiarities aside, the broader conclusion should still be valid. To verify 
our expectations, we have surveyed a selected number of leading real estate agents in core markets such 
as Istanbul, Izmir and Bodrum. In assessing their sentiment of the market ‘on the ground’, we identified 
early indications as to where the journey may go in the TRY 5m+ segment. Based on our discussions, we 
make the following observations: 
 
• The introduction of the mansion tax law has had little impact on property viewings, so far. However, 

for the remainder of the year, a significant minority of agents expect a noticeable decrease in 
viewings. We expect viewings to drop by 6% on average. Given the low dispersion in the responses 
we received, we have a fairly strong conviction in this forecast 
 

• The mansion tax has had a somewhat negative impact on the number of transactions and this is 
expected to continue to be case for the remainder of the year, with a minority expecting transactions 
to pick up slightly. Overall, our estimate is a further average decline by 4%. The responses we have 
received were more varied, which is why our conviction is only moderate 

 
• Contrary to the wider market, house prices appear to have softened at the top end lately, with a 

quarter of weighted responses indicating a price reduction ahead of the implementation of the new 
tax. For the remainder of the year, a large majority expect a sizeable drop in house prices. 
Interestingly, however, a minority of agents believe that a house price increase should be in the 
cards.  Despite the surprising dispersion in responses, we believe that the large majority of pessimists 
will outweigh the optimists and we forecast a drop by 5% for the rest of 2021 as a consequence 

 
• The impact of the new tax on the lower price segments, in contrast, is split between those who 

believe the market will go up and down. Some expect the lower end of the market to benefit from 
additional interest by investors who try to avoid the TRY 5m cut off point, whereas other agents 
expect a trickling down effect of the negative price trend. On balance, we do not expect a significant 
impact 
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Charts 2 and 3 provide a summary of the results of the survey: 
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Our conclusions 
 
The results of our survey are largely as we had expected them to be, but they do bear some surprises as 
well. The variation in opinions amongst real estate agents regarding the future price development of the 
TRY 5m+ segment shows that it will depend on the specific property that is being looked at. Overall, our 
findings do not support an upgrade to our assessment of Turkish real estate sector, when comparing it to 
other major cities, around the world, outside Turkey.   
 
In a previous Insight Briefing note (click here to read), we found that real estate sectors in South Korea, 
US, Germany, India, Hong Kong and UK had all outperformed the Turkish market between 2010 and 
2020, especially when comparing inflation-adjusted returns and relating them to the underlying price 
volatility. 
 
In addition, looking at specific major cities, Istanbul ranked at the bottom with regards to rental yields. 
The unexpected price boom following the COVID-19 crisis from mid-2020 onwards was therefore a 
welcome reprieve for property investors in Turkey. 
 
Finally, it is worth noting that our view point has been mainly through the lens of a domestic, Turkish 
investor. The perception of Turkey’s property price development looks clearly somewhat different for 
dollar and euro investors given the significant drop of TRY in 2020. It remains to be seen if the currency 
devaluation proves attractive enough to cancel out any tax-related concerns of international investors. 
 
 
 
____________________________________________________________________ 
Footnotes 
 
[1] For an English summary of the tax, please refer to websites of law firms such as the following one. https://www.cms-
lawnow.com/ealerts/2021/02/turkey-introduces-valuable-house-tax. For a summary in Turkish, please see for example 
https://www.pwc.com.tr/degerli-konut-vergisi# 
 
[2] Crowe, C., Dell’Arricia, G., Igan, D., and P. Rabanal (2011). “How to Deal with Real Estate Booms: Lessons from Country 
Experiences” IMF Working Paper WP/11/91  
 
[3] Benjamin, J. D., N. E. Coulson and S. X. Yang (1993). "Real estate transfer taxes and property values - the Philadelphia story." 
Journal of real estate finance and economics 7(2): 151. 
 
[4] Davidoff, I. and A. Leigh (2013). "How do stamp duties affect the housing market?" Economic record 89(286): 396-410. 
 
[5] Besley, T., N. Meads and P. Surico (2014). "The incidence of transaction taxes: Evidence from a stamp duty holiday." Journal 
of Public Economics 119: 61-70. 
 
[6] Elinder, M. and L. Persson (2017). ”House price responses to a national property tax reform.” Journal of Economic Behaviour 
and Organisation 144: 18-39  
 
[7] Norregaard, J. (2013). “Taxing Immovable Property – Revenue Potential and Implementation Challenges.” IMF Working Paper 
WP/13/129 
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The story of Enodo 

 

 
Enodo is the Latin word to explain, literally to unknot or untangle. This encapsulates our vision – to 
bring clarity to the complexity of being wealthy. 
 
Our founders have had the privilege of advising some of the world’s wealthiest families. They’ve 
observed first-hand the liberation and opportunity that wealth can bring – unifying families 
around a common purpose, creating real economic impact via a family business, or contributing 
to wider society through audacious philanthropy. 
 
At times, they’ve also seen the stress and confusion that can result. They’ve witnessed family 
disharmony, miscalculations in family business or investment strategy, and the hugely 
detrimental impact of working with advisors who put their own interests first. 
 
Our founders have engaged in the discipline of advanced academic research. Their own analysis of 
peer-reviewed academic literature across the disciplines of finance, economics and business 
psychology, combined with their deep professional experiences, have allowed them to arrive at 
new perspectives on how to be wealthy and how to manage wealth. 
 
The result of their thinking is the Enodo Leadership in WealthTM advisory framework which 
supports wealthy families in using their wealth to lead across all the dimensions of their life – 
family, firm and society. Amongst other things, their framework includes: 
 
For your family 
• Family governance and family office set-up 
• Investment risk and asset allocation – 

including family business assets and debt 
• Chairing a family investment committee 
• Selecting the best investment managers 
• Analysing investment opportunities, 

including alternative investments and 
recent innovations (e.g. cryptocurrencies) 

• Understanding the impact of investing in 
your passions, such as art and collectibles 

• Monitoring of performance and risk 
• Guiding and analysing where you are in 

dispute with your investment advisor 

For your firm 
• Organizational culture and performance 
• CEO / founder succession and role of 

family members 
• Financial optimisation – including debt, 

hedging and foreign exchange 
• Reviewing your equity and debt capital 

market opportunities 
• Corporate and social responsibility 
 
For your society 
• Philanthropy and impact investing 
• Establishing a family foundation 
 

 
The Enodo Goal-based Asset and Liability Allocation (GALA) ModellerTM offers ground-breaking insights 
into optimal strategic asset allocation – examining the risk characteristics of a family business 
shareholding and analysing  tolerance for risk from psychological personality profiling. You can 
experience a shortened version of this powerful tool here. 
 
At Enodo, we offer rigorous, independent and intelligent advice to wealthy families around the 
world. We aspire to be your trusted partner, wherever life may lead you.  
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